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PASS STR ELECTRONICALLY 

STR FOR WOLFF 

E.O. 11652: NA 
TAGS: GATT 

SUBJ: JAPANESE REQUEST FOR GATT WORKING PARTY ON ZENITH TV 
DECISION 

REE: GENEVA 3543 

JAPANESE DELEGATION HAS NOW FURNISHED US WITH FOLLOWING 
DRAFT TEXT OF NOTE CALLING FOR GATT WORKING PARTY ON 
ZENITH CASE. THEY WOULD LIKE U.S. REACTION BEEORE 
SUBMITTING TO GATT. TEXT IS AS FOLLOWS: 

BEGIN TEXT: 

THE U.S. SUSPENSION OF CUSTOMS LIQUIDATION REGARDING 
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CERTAIN JAPANESE CONSUMER ELECTRONIC PRODUCTS 

1. ON APRIL 12, 1977, THE UNITED STATES CUSTOMS COURT 
IN NEW YORK RULED THAT COUNTERVAILING DUTIES SHOULD BE 
LEVIED ON CERTAIN CONSUMER ELECTRONIC PRODUCTS IMPORTED 
INTO THE UNITED STATES FROM JAPAN BY REASON OF EXEMPTION 
FROM COMMODITY TAXES UPON THE EXPORT OF SUCH PRODUCTS 
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FROM JAPAN. THE SUBSEQUENT ACTION AS OE APRIL 13, BY 
THE U.S. TREASURY DEPARTMENT TO SUSPEND CUSTOMS LIQUIDATION 
PROCEDURES WITH RESPECT TO THE IMPORTS OP SUCH PRODUCTS 
PROM JAPAN IS BOUND TO AFPECT SERIOUSLY EXPORTS OP JAPANESE 
CONSUMER ELECTRONIC PRODUCTS (WHICH AMOUNTED IN 1976 TO 
U.S. $1.89 BILLION). 

2. IN THIS RESPECT IT MAY BE RECALLED THAT THE U.S. 

TREASURY DEPARTMENT, POLLOWING ITS COUNTERVAILING DUTIES 
INVESTIGATIONS SINCE 1972, MADE A DECISION THAT THE 
EFPECTS OP THE MEASURES IN JAPAN SHOULD NOT BE SUBJECT 

TO COUNTERVAILING DUTIES. THE U.S. CUSTOMS COURT RULING 
WAS MADE ON THE ZENITH RADIO CORPORATION'S MOTION AGAINST 
THIS DECISION CONTENDING THAT THE EXEMPTION FROM THE 
JAPANESE COMMODITY TAXES SHOULD BE MADE SUBJECT TO 
COUNTERVAILING DUTIES. 

3. THE MEASURES INTRODUCED BY THE UNITED STATES AUTHORITIES, 
IN JAPAN'S VIEW, CLEARLY CONTRAVENE THE PROVISIONS OP 

GATT WHICH READS IN ARTICLE VI, PARAGRAPH 4: 

"NO PRODUCT OP THE TERRITORY OF ANY CONTRACTING PARTY 
IMPORTED INTO THE TERRITORY OP ANY OTHER CONTRACTING 
PARTY SHALL BE SUBJECT TO ANTI-DUMPING OR COUNTERVAILING 
DUTY BY REASON OF THE EXEMPTION OP SUCH PRODUCT PROM 
DUTIES OR TAXES BORNE BY THE LIKE PRODUCT WHEN DESTINED 
POR CONSUMPTION IN THE COUNTRY OF ORIGIN OR EXPORTATION, 

OR BY REASON OP THE REFUND OF SUCH DUTIES OR TAXES." 
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AND IN THE SUPPLEMENTARY NOTE TO ARTICLE XVI: 

"THE EXEMPTION OF AN EXPORTED PRODUCT FROM DUTIES 
OR TAXES BORNE BY THE LIKE PRODUCT WHEN DESTINED POR 
DOMESTIC CONSUMPTION, OR THE REMISSION OP SUCH DUTIES OR 
TAXES IN AMOUNTS NOT IN EXCESS OP THOSE WHICH HAVE 
ACCRUED, SHALL NOT BE DEEMED TO BE A SUBSIDY." 

4. ON THIS ISSUE THE JAPANESE GOVERNMENT HAS REPEATEDLY 
EXPRESSED ITS VIEWS TO THE U.S. GOVERNMENT SINCE THE 
INITIATION OP THE LITIGATION THAT THE CONTENTION OF 
ZENITH RADIO CORPORATION IS CONTRARY TO THE PROVISIONS OP 
GATT. IT MUST BE SAID THAT THE RULING BY THE U.S. CUSTOMS 
COURT AND THE SUBSEQUENT U.S. ACTION THAT ARE IN VIOLATION 
OP ESTABLISHED RULES, ARE BOUND TO CAUSE SERIOUS EFPECTS 
NOT ONLY TO EXPORTS OP JAPANESE ELECTRONIC PRODUCTS TO THE 
UNITED STATES BUT TO WORLD TRADE IN GENERAL AS MANY 
CONTRACTING PARTIES TO GATT PRESENTLY EXEMPT EXPORTED 
PRODUCTS FROM INTERNAL CONSUMPTION TAXES OR REPUND SUCH 
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TAXES. 

FURTHERMORE, AS THERE IS DANGER OF POSSIBLE PROLIFERATION 
OF SUCH ACTIONS IN THE UNITED STATES TO MANY OTHER PRODUCTS 
IMPORTED FROM A LARGE NUMBER OF CONTRACTING PARTIES, IT 
WOULD BE NECESSARY FOR THIE CONTRACTING PARTIES TO EXPRESS 
A CLEAR-CUT VIEW ON THIS MATTER AND TO CONSIDER HOW BEST 
TO DEAL WITH IT. 

5. ACCORDINGLY, THE JAPANESE GOVERNMENT REQUESTS THAT THE 
COUNCIL ESTABLISH A WORKING PARTY WITHOUT DELAY TO 
CONSIDER JAPAN'S VIEW THAT THE DECISION BY THE U.S. CUSTOMS 
COURT ON ZENITH RADIO CORPORATION VS U.S. AND THE SUBSEQUENT 
U.S. ACTION, ARE IN CONTRAVENTION OF GATT ARTICLE VI, 
PARAGRAPH 4 AND THE SUPPLEMENTARY NOTE TO ARTICLE XVI, 

AND CONSEQUENTLY IMPAIR JAPAN'S RIGHTS UNDER THE GATT, AND 
TO REPORT EXPEDITIOUSLY TO THE COUNCIL. END TEXT.SORENSON 
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